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MEETING NOTICE

DATE: Thursday, June 28, 2001

TIME: 10:00 a.m.

PLACE:  SENATE APPROPRIATIONS ROOM 109

TENTATIVE AGENDA

- Call to Order

- Approval of Minutes of April 24, 2001.

- DIRECTOR'S REPORT (if necessary)

1. ARIZONA DEPARTMENT OF TRANSPORTATION –
A. Review of FY 2002 Construction Budget Operating Expenditure Plan.
B. Consider Approval of Transfer of Monies and Review of Scope, Purpose, and Estimated Cost

of Cottonwood Motor Vehicle Division Service Center Project.
C. Consider Approval of Transfer of Monies and Review of Scope, Purpose, and Estimated Cost

of Glendale Motor Vehicle Division Service Center Project.

2. ARIZONA DEPARTMENT OF TRANSPORTATION/DEPARTMENT OF PUBLIC SAFETY –
Review of Scope, Purpose, and Estimated Cost of Regional Transportation Center at Pioneer Park
in Prescott.

3. ARIZONA DEPARTMENT OF ADMINISTRATION –
A. Review of FY 2002 Building Renewal Allocation Plan.
B. Review of Expenditure Plan for Arizona Department of Corrections Safety Improvements.

4. ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY-EAST/ARIZONA STATE
UNIVERSITY-WEST – Review of Education 2000 Lease-Purchase Projects.

5. ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY – Review of
Revised Multi-Year Bonding Plan for Arizona State University.

(Continued)
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6. ARIZONA DEPARTMENT OF ADMINISTRATION/ARIZONA STATE LIBRARY,
ARCHIVES AND PUBLIC RECORDS – Advice on Plan to Finance Preliminary Activities for
New State Archives Building.

7. ARIZONA STATE PARKS – Report on Kartchner Caverns State Park.

The Chairman reserves the right to set the order of the agenda.
6/21/01

People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office
at (602) 542-5491.
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MINUTES OF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW

Tuesday, April 24, 2001
The Chairman called the meeting to order at 8:40 a.m. Tuesday, April 24, 2001 in Senate Appropriations
Room 109 and attendance was noted.

Members: Senator Solomon, Chairman Representative Knaperek, Vice Chairman
Senator Cirillo Representative Lopez
Senator Guenther Representative Pearce
Senator Hamilton Representative Weason
Senator Mitchell

Absent: Senator Bowers Representative Allen
Senator Brown Representative Cheuvront

Representative Gray

Staff: Richard Stavneak Jan Belisle, Secretary
Lorenzo Martinez Gina Guarascio
Bob Hull

Others: Debbie Johnston, Senate Bob Melore, ADOT
Bruce Ringwald, ADOA Bob Harris, ADOT
John Sempert, ADOA Russ Pankey, Grand Canyon Airport, ADOT
Jack Silver, ASH Christine Sato, OSPB
Jim Bush, Mental Health Task Force Walter Scott, ASH
Tim Rommel, Cannon, Dworsky Design Group Michael Haaky, DWL Architects

Senator Solomon moved the Committee approve the minutes of February 9, 2001 as presented.  The motion
carried.

Arizona Department of Transportation (ADOT) - Review of FY 2001 Building Renewal Allocation Plan
for the State Aviation Fund.

Bob Hull, JLBC Staff presented the Arizona Department of Transportation FY 2001 Building Renewal
allocation plan for the State Aviation Fund. The plan includes 3 projects.  ADOT is currently working on
leasing the Grand Canyon Airport to a nonprofit corporation as authorized in statute.

Representative Knaperek moved that the Committee give a favorable review to the FY 2001 Building Renewal
allocation plan for the State Aviation Fund.  The motion carried.
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Department of Health Services (DHS)/Arizona Department of Administration (ADOA) - Report on the
Arizona State Hospital Construction Project.

Gina Guarascio, JLBC Staff reviewed the quarterly status report on the Arizona State Hospital project.  ADOA
and DHS report that there is continued progress on construction of two dormitories for the Sexually Violent
Persons (SVP) population.  ADOA is continuing renovation of the Birch Hall for use by Least Restrictive
Alternative (LRA) population.  ADOA anticipates the renovation of Birch Hall to be completed in May of
2001.

In answer to Senator Cirillo, Ms. Guarascio stated that ADOA has indicated that the $80,000,000 appropriated
for the project will be sufficient.

Ms. Guarascio also mentioned that there are funds in the $80,000,000 appropriation to provide construction of
one additional SVP unit.  That unit was scheduled to begin in September 2001 after completion of the two SVP
dormitories currently under construction.  The Governor’s Office has requested that the third dormitory be put
on “hold” until the Supreme court has ruled on the legality of continuing the SVP program.  A hearing date has
not been set.

In answer to Chairman Solomon, Ms. Guarascio stated there are approximately 140 SVP’s and there is not a
housing problem at this time.

No Committee action was required.

Review of Schematic Designs and Master Plan for Arizona State Hospital Construction Project.

Gina Guarascio, JLBC Staff gave a brief review of the schematic designs and master plan for the Arizona State
Hospital construction project.

Jack Silver, Arizona State Hospital stated that Arizona will have one of the best designed and built hospitals in
the country.  The design presented enhances the rehabilitation of the patients.

Michael Haaky, DWL Architects presented the Master Plan for the Arizona State Hospital.  The campus is
divided into four quadrants:  the NE quadrant is for Forensic facility; the SE quadrant contains the existing
Department of Corrections facilities; the SW quadrant contains the Arizona Protection Treatment Center and
the Least Restrictive Alternative unit; and the NW quadrant will contain the Civil and Adolescent hospital
facilities.

Tim Rommel, Cannon, Dworsky Design Group proceeded to explain in detail the design plans.  The new
facilities are designed to provide a rehabilitative environment.  This will help to move the patients on to the
highest level of functionality.  There will be specialty services such as a barber and beauty shop, bank area,
cafe, etc..

In answer to Senator Guenther, Mr. Rommel stated that the civil wing will house about 200 people.

Discussion was held regarding the expansion of the facility, landscaping, etc.

In answer to Representative Knaperek, Walter Scott, Arizona State Hospital stated there will not be access
between the day care area and the rest of the facility.  There are several closed circuit television locations
throughout the facility.  One is located at the entrance of the day care facility and would be controlled and
monitored by the central monitoring area.

In reply to Representative Lopez, Mr. Scott indicated that there is a very high level of security fencing around
the facility.  There is a higher level of security around the adolescent program.  There are approximately 16
adolescents and there will be 20 beds built in the new adolescent facility.

(Continued)
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In answer to Representative Pearce, Mr. Scott said that the average office space per employee is 100-120
square feet.

Mr. Rommel stated the size of a patient private room is 120 net square feet and the semi-private are 200 net
square feet.  The standards for the size of the room come from federal guidelines for licensure.

Representative Pearce expressed concern regarding the facility.

Representative Weason encouraged members that have not visited the hospital to do so.

In response to Representative Knaperek, Mr. Rommel stated the size of the rooms is 4-bed dorms with a square
footage of approximately 400 square feet.

Mr. James Bush, Chairman, Mental Health Task Force, gave testimony on the great need for a new Arizona
State Hospital campus.  Mr. Bush also expressed his opposition to having DOC facilities located on the
campus.

In answer to Representative Knaperek, Mr. Rommel stated the outside of the building will be made of stucco
and natural stone.

In answer to Senator Hamilton, Mr. Rommel said the building should last approximately 50 years.

Representative Knaperek moved the Committee give a favorable review of the Master Plan for the Arizona
State Hospital Construction Project.  The motion carried.

The meeting adjourned at 9:40 a.m.

Jan Belisle, Secretary

Lorenzo Martinez, Senior Fiscal Analyst

Senator Ruth Solomon, Chairman

NOTE:  A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF TRANSPORTATION - REVIEW OF FY 2002
CONSTRUCTION BUDGET OPERATING EXPENDITURE PLAN

Request

In compliance with a Capital Outlay Bill footnote, the Arizona Department of Transportation (ADOT)
requests that the Committee review its FY 2002 highway construction budget operating expenditure plan.

Recommendation

The JLBC Staff recommends a favorable review of ADOT’s highway construction budget operating
expenditure plan for FY 2002.  The JLBC Staff further recommends that the Committee adopt the
performance measures in this memo, and require that ADOT report on these performance measures as
part of next year’s Committee review of the highway construction budget operating expenditure plan for
FY 2003.  ADOT has submitted a construction budget operating expenditure plan totaling $149,195,200
in FY 2002.

Analysis

ADOT expends large sums of monies within its capital budget for operating-type purposes related to
capital construction.  These expenditures are less visible than the operating budget, which in the past has
allowed the department to shift some operating budget reductions to the operating portion of the
construction budget.  To improve its oversight of these operating expenditures in the capital budget, the
Legislature imposed an FTE Position ceiling on capital funded personnel for the first time in FY 1997.

The Capital Outlay Bill (Laws 2001, Chapter 237) appropriated $277,963,000 from the State Highway
Fund to ADOT for highway construction in FY 2002.  Allowable uses of the appropriation include the
planning and construction of state highways, the acquisition of rights-of-way, the cost of field
administration and field engineering on construction projects, and the payment of debt-service on bonds
issued for highway construction.  The act also specified that any balances and collections in the State
Highway Fund in excess of the amounts otherwise appropriated to the department are available for
highway construction.

(Continued)
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The Capital Outlay Bill allows the department to utilize up to $30,082,900 in Personal Services and
Employee Related Expenditures, as adjusted for classification maintenance reviews, for up to 619 FTE
Positions in FY 2002 for field administration and field engineering on construction projects.  Prior to the
expenditure of any highway construction monies for operating budget expenses, the act requires ADOT to
submit related information to the JCCR for review.  The department initially submitted their information
on June 1, 2001, with subsequent updates to some of their data.

ADOT’s submittal indicates a planned FY 2002 operating budget within capital construction of
$149,195,200, based on its tentative 5-Year Highway Construction Program.  Although FTE Positions are
initially funded from the State Highway Fund, Other Funds are subsequently billed for portions of certain
projects.  The primary component of the budget is $99,500,000 in consultant services (otherwise known
as Professional and Outside Services).  The following table details ADOT’s estimated operating
expenditures:

Construction Budget Operating Expenditure Plan

Expenditures
FY 02 Increase

Category FY 2000 Actual FY 2001 Plan FY 2002 Plan /(Decrease)
FTE Positions - Authorized 665 665 619 (46)

Personal Services $ 22,445,400 $23,818,400 $24,673,000 $    854,600
Employee Related Expenditures 4,799,400 5,239,300 5,409,900 170,600
Professional and Outside Services 100,388,500 105,188,600 99,471,800 (5,716,800)
Travel In-State 860,500 630,000 830,600 200,600
Travel Out of State 121,300 128,800 146,300 17,500
Other Operating Expenditures 13,801,600 11,893,300 15,258,700 3,365,400
Equipment      5,632,300      3,535,400      3,404,900 (130,500)

Total $148,049,000     $150,433,8001/
    $149,195,2001/   $(1,238,600)

____________
1/ Includes total classification maintenance review adjustments of $28,900 in FY 2001 and $57,800 in FY 2002 to Personal Services and
Employee Related Expenditures.

Performance Measures

At the June 22, 2000 meeting of the Joint Committee on Capital Review JLBC Staff noted the need to
improve performance measures for evaluating the level of expenditures for consulting services in the
ADOT construction operating budget.  Since then, JLBC Staff has spoken with the National Conference
of State Legislatures, researched other states performance measures, and worked with ADOT to develop
performance measures.  Some states have highway construction performance measures related to their
accomplishments, such as the number of projects contracted or completed, the number of miles begun or
completed, the dollar volume of construction contracts, the percent of projects completed, and the design
costs as a percent of project values.  These performance measures are best for reporting results.  They are
not very useful for predicting or evaluating future needs for consultant services, due to the multi-year
nature of highway construction projects from their design stage to their completion.  However, if the level
of highway construction is projected to remain relatively constant, one might expect the use of consultant
services to also remain at a relatively constant level.

Against this background, ADOT suggested the performance measures in the following table in a May 21,
2001 letter, to which JLBC Staff has added 2 additional proposed measures.  All of the proposed
performance measures serve more as indicators of the level and consistency of ADOT’s use of consultant
services, than as useful tools for predicting ADOT’s future needs for consultant services.  Field
administration of construction projects in these performance measures refers to functions, such as project
supervision, quality control, and related services, involved in the oversight of construction projects in the
field whether performed by consultants or by ADOT staff.

(Continued)
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PERFORMANCE MEASURES
FY 2000

Est./Actual
FY 2001
Estimate

FY 2002
Estimate

• Design Expenditures as % of Total Construction Operating
Budget *

NA/56 59 54

• Professional and Outside Services $ for Design Work by
Consultants ($ in millions)

NA/81.7 85.4 79

• Projects Designed by Consultants NA/1,507 1,817 1,561
• Personal Services $ for Design Work by ADOT Staff ($ in

millions)
NA/1.1 2.2 1.8

• Projects Designed by ADOT Staff NA/557 653 537
• Field Administration of Projects as % of Total Construction

Operating Budget *
NA/24 24 26

• Professional and Outside Services $ for Field Administration of
Projects by Consultants ($ in millions)

NA/18.6 19.8 20.5

• Projects Administered by Consultants NA/313 404 355
• Personal Services $ for Field Administration of Projects by

ADOT Staff ($ in millions)
NA/17.4 16.1 17.8

• Projects Administered by ADOT Staff NA/541 565 495

* The JLBC Staff recommends the new performance measures “Design Expenditures as % of Total Construction Operating
Budget” and “Field Administration of Projects as % of Total Construction Operating Budget”.

Analysis of Budget Plan

ADOT’s Expenditure Plan includes a decrease of (46) vacant FTE Positions in FY 2002 below FY 2001
due to pay raises associated with year one of ADOT’s alternative pay plan for their engineering and
technical positions.  ADOT instituted an optional alternative pay plan for engineers and technical
positions effective January 1, 2000 to improve ADOT’s salary competitiveness among other private and
public employers.  The plan was optional for current employees, provided for up to a 10% salary increase
in the first year, and required accepting employees to go to non-covered status.  New engineering and
technical employees are hired under the alternative pay plan.  No monies were appropriated to ADOT for
this program.  In order to pay for the increase in Personal Services for the first year’s 10% Personal
Services increase, ADOT eliminated a total of (95) vacant FTE Positions, including eliminating (46)
vacant FTE Positions from their operating capital budget, and eliminating (49) vacant FTE Positions from
their operating budget.

ADOT’s Expenditure Plan includes a FY 2002 increase of $937,900 above FY 2001 for pay raises
associated with year two of ADOT’s alternative engineering pay plan.  The engineering pay plan includes
up to 5% salary increases in each of years two and three for employees who meet certain performance
evaluation and continuing education criteria.  The decrease of (46) vacant FTE Positions and the increase
of $1,025,200 for Personal Services and Employee Related Expenditures in FY 2002 above FY 2001
reflects the changes in the appropriated ceilings in the Capital Outlay Bill, as adjusted for classification
maintenance reviews.

The biggest changes are as follows:

1) A decrease in Professional and Outside Services of $(5,716,800) for FY 2002 below FY 2001, due to
decreases of $(3.5) million for field administration of construction projects by consultants and $(2.9)
million for other consultant services, and a $1.2 million increase in consultant design work.

2) An increase in Other Operating Expenditures of $3,365,400 for FY 2002 above FY 2001 due to an
increase of $3 million for Arizona Department of Administration (ADOA) Risk Management capital

(Continued)
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construction insurance fees.  The capital construction insurance rate had been 0.6% of total project
costs for each capital project in FY 2000.  Then the rate decreased to 0% in FY 2001, since the
Construction Insurance Fund had sufficient monies on hand for FY 2001.  At its June 22, 2000
meeting, the Committee gave a favorable review to ADOA setting the FY 2001 Risk Management
capital construction insurance rate at 0%.  The Committee also requested that ADOA report back to
the Committee if a change in the rate is needed for FY 2002.  ADOT based their $3 million capital
construction insurance cost for FY 2002 on an assumed resumption of the 0.6% insurance rate.  From
informal discussions with ADOA Risk Management, we understand that the current 0% capital
construction insurance rate is likely to be continued through FY 2002.  If that scenario occurs, or if
ADOA sets a rate lower than 0.6% for all or for part of FY 2002, then ADOT would not need to
expend all of their projected $3 million increase for capital construction insurance in FY 2002.

The JLBC Staff recommends a favorable review of ADOT’s highway construction budget operating
expenditure plan for FY 2002.  The JLBC Staff further recommends that the Committee adopt the
performance measures in this memo, and require that ADOT report on these performance measures as
part of next year’s Committee review of ADOT’s highway construction budget operating expenditure
plan for FY 2003.

RS/BH:jb
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF TRANSPORTATION - CONSIDER APPROVAL OF
TRANSFER OF MONIES AND REVIEW OF SCOPE, PURPOSE, AND ESTIMATED
COST OF COTTONWOOD MOTOR VEHICLE DIVISION SERVICE CENTER PROJECT

Request

The Arizona Department of Transportation (ADOT) requests that the Committee review the scope, purpose,
and estimated cost of the Cottonwood Motor Vehicle Division (MVD) Service Center.  The Legislature
appropriated $1,000,000 from the State Highway Fund in FY 2001 for this project.  The department also
requests that the Committee approve the transfer of $64,700 from a FY 2000 $800,000 appropriation from the
State Highway Fund to purchase the land and design the Cottonwood Service Center to the $1,000,000 Service
Center construction appropriation.  The $64,700 represents the remaining balance from the design and land
purchase appropriation.  A.R.S. § 35-173D permits transfers between capital projects.

Recommendation

The JLBC Staff recommends that the Committee approve the transfer of the $64,700 remaining balance from
the $800,000 land purchase and building design appropriation in FY 2000 to the $1,000,000 Service Center
construction appropriation in FY 2001, and give a favorable review to the Cottonwood MVD Service Center
construction project.

Analysis

Pursuant to A.R.S. § 41-1252(C), the Committee shall review the scope, purpose, and estimated cost of
appropriated capital projects prior to the release of monies for construction.  Laws 1999, Chapter 2, 1st Special
Session appropriated $800,000 in FY 2000 and $1,000,000 in FY 2001 from the State Highway Fund to
ADOT, to purchase land, design, construct and furnish a new 7,000 square foot Cottonwood MVD Service
Center.  The new building would have 12 work stations and would replace 3 smaller offices in the Verde
Valley, including leased offices in Sedona and Clarkdale, and a 25-year-old mobile home at Camp Verde.

(Continued)
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At its September 16, 1999 meeting the Committee approved the release of the $800,000 appropriation for
FY 2000 to purchase 5 acres of land in Cottonwood and to design a 7,000 square foot MVD Service Center.
ADOT reports that they have a remaining balance of $64,700 from this $800,000 as shown in the following
table.

FY 2000 Land & Design Appropriation $800,000
Land Purchase (651,200)
Design (82,600)
Risk Management    (1,500)

Balance $64,700

The department reports a low bid of $1,027,600 on June 1, 2001 to construct the Cottonwood MVD Service
Center.  This was a rebid, since the first bids were not within the $1,000,000 appropriation.  ADOT requests
that the $64,700 balance remaining from their $800,000 appropriation for land purchase and building design be
transferred and added to their $1,000,000 service center construction appropriation for FY 2001, to provide
sufficient monies to construct and furnish the service center.  This would leave ADOT with $35,100 for
contingencies as shown in the following table.  Without the transfer, ADOT would not have sufficient monies
to award the contract.

For comparison, a new 14,430 square foot Scottsdale MVD Service Center was completed in August 1999 with
a construction cost of $2,160,000, for an average cost of $150 per square foot.  A new 14,430 square foot Mesa
MVD Service Center was completed in March 2000 with a construction cost of $2,250,000, for an average cost
of $156 per square foot.  The 7,000 square foot Cottonwood MVD Service Center would have an estimated
construction cost of $1,064,700, for an average cost of $152 per square foot.  Construction costs tend to
fluctuate depending on market conditions and geographic locations.

Appropriations
FY 2001 Building Appropriation $1,000,000
FY 2000 Land & Design Appropriation Balance        64,700

Total Available Appropriations $1,064,700

Estimated Expenditures
Low Construction Bid $1,027,600
Architect Construction Administration 2,000
Contingencies        35,100

Total Expenditures $1,064,700

No monies have been set aside for Risk Management in these estimated expenditures.  The Arizona
Department of Administration (ADOA) Risk Management capital construction insurance rate had been 0.6%
of total project costs for each capital project in FY 2000.  Then the rate decreased to 0% in FY 2001, since the
fund had sufficient monies on hand for FY 2001.  At its June 22, 2000 meeting, the Committee gave a
favorable review, to ADOA setting the FY 2001 Risk Management capital construction insurance rate at 0%.
The Committee also requested that ADOA report back to the Committee if a change in the rate is needed for
FY 2002.  From informal discussions with ADOA Risk Management, we understand that the current 0%
capital construction insurance rate is likely to be continued through FY 2002.  If ADOA charges ADOT for
capital construction insurance for all or part of FY 2002, the $35,100 for contingencies would decrease by the
amount of the Risk Management charge.  For instance, if ADOT were charged 0.6% for the entire year the
Risk Management charge would be $6,000, which would leave $29,100 for contingencies.

The request is within the scope, purpose, and monies available for this project.  The JLBC Staff recommends
that the Committee approve the transfer of the $64,700 remaining balance from the $800,000 land purchase
and building design appropriation in FY 2000 to the $1,000,000 Service Center construction appropriation in
FY 2001, and give a favorable review to the Cottonwood MVD Service Center construction project.

RS:BH:jb
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF TRANSPORTATION - CONSIDER APPROVAL OF
TRANSFER OF MONIES AND REVIEW OF SCOPE, PURPOSE AND ESTIMATED
COST OF GLENDALE MOTOR VEHICLE DIVISION SERVICE CENTER PROJECT

Request

The Arizona Department of Transportation (ADOT) requests the Committee review the scope, purpose, and
estimated cost of the Glendale Motor Vehicle Division (MVD) Service Center.  The Legislature appropriated
$2,100,000 from the State Highway Fund in FY 2001 for this project.  The department also requests that the
Committee approve the transfer of $33,900 from a FY 2000 $1,200,000 appropriation from the State Highway
Fund to purchase the land and design the Glendale Service Center to the $2,100,000 Service Center
construction appropriation.  The $33,900 represents the remaining balance from the design and land purchase
appropriation.  A.R.S. § 35-173D permits transfers between capital projects.

Recommendation

The JLBC Staff recommends the Committee approve the transfer of the $33,900 remaining balance from the
$1,200,000 land purchase and building design appropriation in FY 2000 to the $2,100,000 Service Center
construction appropriation in FY 2001, and give a favorable review to the Glendale MVD Service Center
construction project.

Analysis

Pursuant to A.R.S. § 41-1252(C), the Committee shall review the scope, purpose, and estimated cost of
appropriated capital projects prior to the release of monies for construction.  Laws 1999, Chapter 2, 1st Special
Session appropriated $1,200,000 in FY 2000 and $2,100,000 in FY 2001 from the State Highway Fund to
ADOT, to purchase land, design, construct and furnish a new 14,000 square foot Glendale MVD Service
Center.  The new building would have 23 work stations and would replace the current Glendale office, which
has 5,422 square feet and 18 work stations, and is overcrowded and has limited parking.

At its June 22, 1999 meeting the Committee approved the release of the $1,200,000 appropriation for FY 2000
to purchase 4.7 acres of land located ¼ mile south of the intersection of 59th Avenue and Bell Road, on the
west side of 59th Avenue.  The department expects to keep its existing facility on the east side of 59th Avenue,
and to use it as an enforcement facility.  ADOT reports that they have a remaining balance of $33,900 from
this $1,200,000 as shown in the following table.

(Continued)
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FY 2000 Land & Design Appropriation $1,200,000
Land Purchase (1,042,400)
Design (122,800)
Risk Management       (900)

Balance $33,900

The department reports a low bid of $1,675,000 on June 19, 2001 to construct the Glendale MVD Service
Center.  ADOT requests that the $33,900 balance remaining from their $1,200,000 appropriation for land
purchase and building design be transferred and added to their $2,100,000 service center construction
appropriation for FY 2001, to provide sufficient monies to construct and furnish the service center.  This
would leave ADOT with $40,900 for contingencies as shown in the following table.

For comparison, a new 14,430 square foot Scottsdale MVD Service Center was completed in August 1999
with a construction cost of $2,160,000, for an average cost of $150 per square foot.  A new 14,430 square foot
Mesa MVD Service Center was completed in March 2000 with a construction cost of $2,250,000, for an
average cost of $156 per square foot.  The 14,000 square foot Glendale MVD Service Center would have an
estimated construction cost of $2,133,900, for an average cost of $152 per square foot.  Construction costs tend
to fluctuate depending on market conditions and geographic locations.

Appropriations
FY 2001 Building Appropriation $2,100,000
FY 2000 Land & Design Appropriation Balance        33,900
   Subtotal $2,133,900

Estimated Expenditures
Low Construction Bid $1,675,000
Furnishings, Telecommunications, & Equipment 295,000
Customer Tracking System 70,000
Security System 15,000
Bury Electrical Cables 36,000
Architect Construction Administration 2,000
Contingencies        40,900
   Total $2,133,900

No monies are set aside in these estimated expenditures for Risk Management.  The Arizona Department of
Administration (ADOA) Risk Management capital construction insurance rate had been 0.6% of total project
costs for each capital project in FY 2000.  Then the rate decreased to 0% in FY 2001, since the fund had
sufficient monies on hand for FY 2001.  At its June 22, 2000 meeting, the Committee gave a favorable review,
to ADOA setting the FY 2001 Risk Management capital construction insurance rate at 0%.  The Committee
also requested that ADOA report back to the Committee if a change in the rate is needed for FY 2002.  From
informal discussions with ADOA Risk Management, we understand that the current 0% capital construction
insurance rate is likely to be continued through FY 2002.  If ADOA charges ADOT for capital construction
insurance for all or part of FY 2002, the $40,900 for contingencies would decrease by the amount of the Risk
Management charge.  For instance, if ADOT were charged 0.6% for the entire year the Risk Management
charge would be $12,600, which would leave $28,300 for contingencies.

The request is within the scope, purpose, and monies available for this project.  The JLBC Staff recommends
that the Committee approve the transfer of the $33,900 remaining balance from the $1,200,000 land purchase
and building design appropriation in FY 2000 to the $2,100,000 Service Center construction appropriation in
FY 2001, and give a favorable review to the Glendale MVD Service Center construction project.
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DATE: June 21, 1001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst
Tony Vidale, Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF TRANSPORTATION/DEPARTMENT OF PUBLIC
SAFETY – REVIEW OF SCOPE, PURPOSE AND ESTIMATED COST OF
REGIONAL TRANSPORTATION CENTER AT PIONEER PARK IN PRESCOTT

Request

The Arizona Department of Transportation (ADOT) and the Department of Public Safety (DPS) are
requesting Committee review of the scope, purpose and estimated cost of a Regional Transportation
Center at Pioneer Park in Prescott.

This project was favorably reviewed by the Committee at its August 2000 meeting when the project was
to be bid as a single project.  The project now has been bid as separate ADOT and DPS projects.

Recommendation

The JLBC Staff recommends that the Committee give a favorable review of the requests.

As noted in the Committee’s August 2000 meeting, the new location is on Federal Bureau of Land
Management (BLM) land and any improvements on the land may not be recoverable if the state’s patent
agreement with BLM is ever terminated.

Analysis

Laws 1999, Chapter 319 appropriated monies from the Highway Users Revenue Fund (HURF) to ADOT
and DPS for the design, engineering and construction of the Pioneer Park Regional Transportation
Service Center.  The following lists the appropriations to each agency.
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FY 2000 FY 2001 Total
ADOT $300,000 $4,647,500 $4,947,500
DPS    130,000    1,122,500    1,252,500
   Total $430,000 $5,770,000 $6,200,000

ADOT and DPS must relocate from the existing Sheldon Street Transportation Center as a result of the
restructuring of the Highway 69 and Highway 89 interchange.  Yavapai College will acquire portions of
the existing site not used for the restructured highway interchange.  Chapter 319 requires that any monies
received from Yavapai College to purchase land and facilities be deposited in HURF.  Given that less
than 5 acres may be available, no deposits are anticipated at this time.

Chapter 319 also stipulates that Yavapai County shall donate at least 20 acres of land for ADOT and DPS
to relocate to Pioneer Park.  The agreement between the entities would convey 2 parcels of land from the
county to ADOT and DPS.  The proposed conveyances involve public land that is patented to the county
by BLM.  While this patent essentially provides ADOT and DPS with the site in perpetuity, the
improvements made on the land may not be recoverable if the patent is ever terminated.  A patent
provides title to the surface property; however, title to all other property rights will be held by BLM.

ADOT plans to construct 4 buildings at the site with accompanying infrastructure and site improvements.
The buildings include a 12,000 square foot Motor Vehicle Division Service Center, a 7,500 square foot
Intermodal Transportation (ITD) District Office, a 6,400 square foot ITD Materials Testing Laboratory,
and 3,000 square foot Maintenance Building.  The site work includes a soils report, material testing,
raising power lines, site development, utility extensions, fixtures and furnishings, telecommunications
equipment, a Motor Vehicle Division Service Center customer tracking system, a security system for all 4
buildings, parking, landscaping, moving from the old site, and environmental clean-up of the old site.

DPS plans to construct an 8,000 square foot District Office consisting of a lobby/reception area with
secured entrance, a multipurpose meeting room, administrative offices, squad rooms, a training room, a
booking area, and property and evidence processing storage rooms.  Also, the site work includes paved
driveways, visitor parking, secure employee parking, and landscaping and walkways.  In addition, 2
alternate bids have been awarded to install flooring throughout the building and finish the interior of the
building in the multipurpose meeting room, training, and squad room areas.

The following lists the current cost allocations for the project.

ADOT DPS Total
A&E and Other Professional Fees $   298,800 $    130,000 $    428,800
Construction & Furnishings (Base bid and alternates) 4,619,400 1,061,600 5,681,000
Contingencies         29,300        60,900         90,200
   Total $4,947,500 $1,252,500 $6,200,000

As originally reviewed by the Committee, ADOT and DPS combined their projects into one bid to take
advantage of economies of scale.  This approach proved unfeasible because of cost allocation difficulties.
Each project has now been bid and awarded separately.  Each project is consistent with the scope of
legislative intent and appropriation.  The JLBC Staff recommends a favorable review.
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Rebecca Hecksel, Assistant Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION - REVIEW OF FY 2002
BUILDING RENEWAL ALLOCATION PLAN

Request

The Arizona Department of Administration (ADOA) requests Committee review of its FY 2002
Building Renewal allocation plan of $9,444,200 which consists of $3,304,000 from the Capital
Outlay Stabilization Fund (COSF), $5,959,600 from the Corrections Fund, and $180,600 from
the Miners’ Hospital Fund.  The expenditure plan includes Building Renewal projects for the
ADOA Building System, Department of Corrections facilities, Department of Juvenile
Corrections facilities, and the Arizona Pioneers’ Home.

Recommendation

The JLBC Staff recommends a favorable review of the plan.  Of the $9,444,200, $2,853,200 is
for fire/life safety projects, $1,893,700 is for asset preservation (mostly roofing), $1,536,500 is
for major system repairs, $239,000 is for Americans with Disabilities Act projects, $309,700 is
for infrastructure repairs, $354,800 is for project management, and $2,257,300 is placed in
reserves.  The JLBC Staff further recommends that funding for any new projects not listed in the
allocation plan, reallocations between projects, and allocations from the reserve amounts be
reported to the JLBC Staff prior to expenditure.  We would then report to the Committee on
significant changes, typically above $50,000.
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Analysis

Laws 1986, Chapter 85 established the Joint Committee on Capital Review and charged it with
developing a Building Renewal formula to guide the Legislature in appropriating monies for the
maintenance and repair of state buildings.  A.R.S. § 41-1252 requires JCCR review of the
expenditure plan for Building Renewal monies.

Laws 2001, Chapter 237 (Capital Outlay Bill) appropriated $3,304,000 from COSF to fund 27%
of the Building Renewal formula in FY 2002 for ADOA Building System components not
receiving dedicated appropriations.  The formula was funded at 23% in FY 2000 and FY 2001.
In addition, Laws 2001, Chapter 237 appropriated $5,959,600 from the Corrections Fund to fund
100% of the Building Renewal formula for Department of Corrections facilities and Department
of Juvenile Corrections facilities, and $180,600 from the Miners’ Hospital Fund to fund 100% of
the Building Renewal formula for the Arizona Pioneers’ Home.  The Governor line-item vetoed
$2,904,700 from the General Fund in FY 2002 and $2,900,800 from the General Fund in FY
2003.  These additional amounts would have funded 50% of the formula for the ADOA Building
System.

In addition, Laws 2001, Chapter 235 appropriates $3,104,300 in FY 2002 and $3,324,900 in
FY 2003 from the General Fund to ADOA for Building Renewal if FY 2001 General Fund
revenues exceed the forecast by $104,131,000.  Prior to September 1, 2001, JLBC and OSPB
will calculate total FY 2001 revenues and determine if sufficient monies are available to trigger
the appropriations.  This amount equates to an additional 25% of Building Renewal funding in
both FY 2002 and FY 2003.

If FY 2001 revenues do not exceed the forecast by the required amount, but FY 2002 General
Fund revenues exceed the forecast by $91,386,800, the act appropriates $3,324,900 in FY 2003
from the General Fund to ADOA for Building Renewal.  Prior to September 1, 2002, JLBC and
OSPB will calculate total FY 2002 revenues and determine if sufficient monies are available to
trigger the appropriation.

The following table lists the fund sources for FY 2002 and FY 2003 Building Renewal:

Building Renewal Fund Sources FY 2002 FY 2003
Capital Outlay Stabilization Fund $ 3,304,000 $  3,749,100
Corrections Fund 5,959,600 6,567,900
Miners’ Hospital Fund      180,600        186,100
   TOTAL $9,444,200 $10,503,100

Trigger Appropriations (General Fund) $ 3,104,300 $  3,324,900

The expenditure plan for FY 2003 Building Renewal will be reviewed at a later date.

Consistent with statute and prior year practice, ADOA will employ the following priorities for
the expenditure of FY 2002 Building Renewal monies:

1) Fire and life safety projects.
2) Preservation of Asset.
3) Projects critical to the continued operation of existing programs.
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Building Renewal monies will be allocated in the following categories for 53 projects:

Category
Number of

Projects Dollar Allocation % of Total
Fire/Life Safety 16 $ 2,853,200 30.2%
Preservation of Asset 16 1,893,700 20.1%
Building System 14 1,536,500 16.2%
Americans with Disabilities Act (ADA) 4 239,000 2.5%
Infrastructure 3 309,700 3.3%
Emergency Reserves -- 2,257,300 23.9%
ADOA Project Management --      354,800       3.8%
   TOTAL 53 $9,444,200 100.00%

The appropriation allows the allocation of up to $275,000 per year for up to 5 FTE Positions for
project management.  The amounts designated by ADOA in the table above include funding for
project management for 27 months, given the time required to complete some of these projects.

The attached material submitted by ADOA lists each project and its estimated cost.  The projects
are consistent with Building Renewal guidelines and appropriations.  The JLBC Staff
recommends a favorable review of the FY 2002 expenditure plan.

RS/RH:jb
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Brad Regens, Senior Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION - REVIEW OF EXPENDITURE
PLAN FOR ARIZONA DEPARTMENT OF CORRECTIONS SAFETY
IMPROVEMENTS

Request

The Arizona Department of Administration (ADOA) and the Arizona Department of Corrections (ADC)
request Committee review of the expenditure of $100,000 from a FY 2002 Corrections Fund
appropriation of $1,379,400 for ADC safety improvements.  The $100,000 will fund an assessment of the
feasibility and costs of designing and installing security enhancements.

Recommendation

The JLBC Staff recommends a favorable review of the request.  The JLBC Staff further recommends
ADOA submit for Committee review an expenditure plan detailing projects to be initiated and their
estimated costs after completion of the safety improvement assessment.

Analysis

Laws 2001, Chapter 237 (Capital Outlay Bill) appropriated $1,379,400 in FY 2002 from the Corrections
Fund to ADOA for safety improvements.  The appropriation would fund the modification of fencing
around ADC administration buildings to correct a design flaw and eliminate a security weakness.  In
addition, Chapter 237 required ADOA to submit an expenditure plan to the Committee for review prior to
the expenditure of any monies for ADC safety improvements.
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ADC has identified 5 prison units (3 at the Eyman complex, 1 each at the Tucson and Yuma complexes)
that require perimeter fence modifications to eliminate a potential escape point.  The ADOA and ADC are
requesting to utilize $100,000 of the appropriation to hire an electronic security consulting firm to report
on the fencing security weaknesses and provide a cost estimate to remedy the problems.  The $100,000
represents 7% of the total appropriation and is consistent with estimates for these types of preliminary
assessment and design costs.

The JLBC Staff recommends a favorable review of the departments’ request to contract for an ADC
safety improvement study.  In addition, JLBC Staff recommends that ADOA submit another expenditure
plan for Committee review after completion of the study and prior to expenditure of any additional
monies to address ADC security weaknesses.

ADC Lock Replacement
Chapter 237 also appropriated from the Corrections Fund $18,538,600 in FY 2002 and $1,848,600 in
FY 2003 to ADOA to conduct an assessment of all locking systems at Arizona state prisons and to correct
any deficiencies.  Once the assessment is completed, Chapter 237 requires the assessment and an
expenditure plan be submitted to the Committee for review.
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DATE: June 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Lorenzo Martinez, Senior Fiscal Analyst

SUBJECT: ARIZONA BOARD OF REGENTS/ASU-EAST/ASU-WEST - REVIEW OF
EDUCATION 2000 LEASE-PURCHASE PROJECTS.

Request

The Arizona Board of Regents and Arizona State University (ASU) request Committee review of the
issuance of Certificates of Participation (COPs) to finance projects on the ASU-East and ASU-West
campuses.

Recommendation

The JLBC Staff recommends a favorable review of the request as it is consistent with the intent of the
authorizing legislation.  JLBC Staff, however, recommends the Committee request the following
information be submitted when completed in August:
• On-going ASU-East project assessment including the operating impacts of each project.
• List of specific ASU-East infrastructure projects along with component cost estimates.

A COP issuance of $27,500,000 is planned for ASU-East, and a COP issuance of $21,600,000 is planned
for ASU-West.

Analysis

The accompanying legislation (Laws 2000, Chapter 1, 5th Special Session) to “Education 2000”
(Proposition 301) appropriated funding in FY 2002 from the Technology and Research Initiative (TRI)
Fund for first year COP costs for the lease-purchase financing of buildings and associated infrastructure at
the ASU-East and ASU-West campuses.  A total of $2,500,000 was appropriated in FY 2002.  Of the
amount, $1,400,000 was appropriated for ASU-East and $1,100,000 was appropriated for ASU-West.
The legislation also included intent language that future monetary requirements also be appropriated from
the TRI Fund.  No appropriations beyond FY 2002 have been made.  After allocations for debt service on
state school facilities revenue bonds, the TRI Fund receives 12% of the remaining revenues from the
Education 2000 enacted increase to the sales tax.  This amount is estimated to be $49,917,200 in FY
2002.
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Pursuant to the legislation, the issuance of the COPs is subject to review by JCCR.

ASU-East
A COP issuance of $27,500,000 is planned for ASU-East to transition the campus from its former use as a
military base and to create classroom, laboratory, office, and other academic support space.  The
following table lists the allocation of funding for 3 main projects to be undertaken at the campus:

ASU-East Lease-Purchase Funding
Project
Building Renovations $16,500,000
Infrastructure Improvements     7,800,000
Flightline Facility     3,200,000
     Total $27,500,000

Over the next 3 to 4 years approximately 25 buildings on the campus will be renovated to convert space
from its original military configuration to academic use.  The total estimated cost for these renovations is
$16,500,000.  In aggregate, approximately 309,300 square feet of space will be renovated or
reprogrammed.  This equates to $53 per square foot, which is consistent with these types of renovations.
Detailed information on each building renovation is provided in the submitted materials.

A number of infrastructure improvements are required to accommodate the renovations and development
of the campus.  Items include roadway and parking lot improvements, campus mall and landscaping
development, telecommunications infrastructure improvements, and recreational space and facilities.
Additional detail on each of these improvements is provided in the submitted materials.  The total
estimated cost for these improvements is $7,800,000.

ASU-East has contracted for services to develop a project schedule and better identify requirements for
the renovation and infrastructure projects.  The schedule and assessment are to be completed in late
August.  The JLBC Staff recommends these items be submitted to the Committee when completed, along
with an assessment of potential operating budget impacts.

Construction of a 42,000 square foot Flightline Facility is planned to expand student capacity for existing
flight training programs offered by the College of Technology and Applied Sciences, Department of
Aeronautical Management Technology.  The facility will provide hanger space for storage and
maintenance of aircraft, instructional laboratories, classrooms and space for flight training instruction.
The total estimated cost for this facility is $3,200,000.  This equates to $76 per square foot which is in the
expected range given the facility will include a combination of high cost laboratory space and low cost
hanger/storage space.  Additional detail on this facility is provided in the submitted materials.

The COP issuance for ASU-East will be $27,500,000 and will be repaid over a 20-year period.  At an
assumed interest rate of 5.44%, the required annual payment will be $2,289,700.

ASU-West
A COP issuance of $21,600,000 is planned for ASU-West to construct a new academic building and
expand the campus utility infrastructure to support the building.  An additional $2,900,000 will be
reallocated from savings generated from refinancing existing ASU-West COPs for these projects.  The
following table lists the allocation of funding for these 2 projects:

ASU-West Lease-Purchase Funding
Project COP Financing Local Funds Total

Classroom/Laboratory/Computer
   Classroom Building $17,700,000 $2,200,000 $19,900,000
Central Plant Expansion     3,900,000      700,000     4,600,000
     Total $21,600,000 $2,900,000 $24,500,000
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ASU-West plans on constructing a multi-level building of 98,192 gross square feet to provide additional
lecture, classroom, computer, laboratory, and office space to meet current and future space requirements.
There is currently a lack of classrooms that can accommodate large class sizes.  In addition, ASU-West
has been authorized by ABOR to provide a lower division curriculum to approximately 200 students
beginning in Fall 2001.  Approximately 17% of the proposed building will be shell space to be finished as
space demands develop.  The total estimated cost for the project is $19,900,000.  This includes $500,000
for modifications to an existing building.  Of the total amount, $17,700,000 will be financed with COPs
and the remaining $2,200,000 will be funded from savings from the 1996 refinancing of other ASU-West
debt.  Total cost for the new building equates to $198 per square foot.  This cost appears reasonable given
the building will contain research and computer laboratory space.  Additional detail on this project is
included in the submitted materials.

Expansion of the existing central plant is required to accommodate the utility needs of the new building.
The expansion will provide additional capacity for supplying heating, cooling, electrical, and
telecommunications services.  Additional detail on this project is included in the submitted materials.  The
total estimated cost for this expansion is $4,600,000.  Of the amount, $3,900,000 will be financed with
COPs and the remaining $700,000 will be funded from savings from the 1996 refinancing of other ASU-
West debt.

The COP issuance for ASU-West will be $21,600,000 and will be repaid over a 20-year period.  At an
assumed interest rate of 5.44%, the required annual payment will be $1,798,500.

The proposed projects are consistent with the intent of the Education 2000 appropriations.  The JLBC
Staff recommends a favorable review for the issuance of COPs for the ASU-East and ASU-West
campuses.
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DATE: June 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Lorenzo Martinez, Senior Fiscal Analyst

SUBJECT: ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY - REVIEW OF
REVISED MULTI-YEAR BONDING PLAN

Request

Pursuant to Laws 1996, Chapter 334, the Arizona Board of Regents (ABOR) requests Committee review
of revisions to the Multi-Year Bonding Plan for Arizona State University (ASU).

Recommendation

The JLBC Staff recommends a favorable review of the revisions to the plan.  Consistent with Chapter
334, any future revisions to the bonding plan shall be reviewed by the Committee prior to the approval of
subsequent bonding projects.

Analysis

Laws 1996, Chapter 334 authorized ABOR to issue up to $245,400,000 in revenue bonds for the
universities under it jurisdiction.  Of the total amount, ASU has been allocated $100,000,000.  The
Committee gave a favorable review to the initial plan in May 1997.  There have been revisions to each
university plan since the initial review.  In addition to the bonding authority from Chapter 334, Laws
2001, Chapter 233, authorized additional bonding authority of $39,100,000 for Northern Arizona
University.  Table 1 shows the distribution of bonding authority from Chapter 334 and Chapter 233.

Table 1 Planned Annual Bond Issues
($ in Thousands)

1997 1998 1999 2000 2001 2002 Undetermined Totals
ASU (Current) $        -- $    -- $     -- $15,000 $  75,000 $10,000 $         -- $100,000

ASU (Revised) -- -- -- $15,000 -- $85,000 -- $100,000
NAU 30,900 -- -- 23,900 -- -- 39,100 93,900
UofA           --       --        --   23,683   30,000   36,900            -- 90,583
   TOTAL $30,900 $    -- $     -- $62,583 $30,000 $121,900 $39,100 $284,483
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ASU is requesting changes to the projects listed in the last plan reviewed by the Committee in May 2000.
Table 2 lists the changes to projects in the multi-year bonding plan.

Table 2 ASU Bonding Projects
($ in Thousands)

As Reviewed
May 2000

Requested
June 2001 Difference

On-Campus Student Housing (Issued) $   15,000 $   15,000 $         0
Mediated Classroom/Social Sciences Bldg. 35,500* 58,700 23,200
Parking Structure VII 4,000 3,500 (500)
Academic Renovations 8,000 0 (8,000)
Infrastructure Improvements 27,700 22,800 (4,900)
Major Building Maintenance        9,800              0  (9,800)
     TOTAL $100,000 $100,000 $        0

* At its December 2000 meeting, JCCR approved $32,335,000 for the project.  Bond financing of $3,165,000 for computer
equipment was not approved by JCCR.

ASU is requesting changes to the bonding plan to accommodate the loss of usable space in the existing
81,000 gross square foot (GSF) Social Sciences Building.  The existing building contains structural
deficiencies that require the building to be vacated and demolished within the next 2 to 3 years.  As a
result of the loss of the existing space, ASU plans to expand the size of the planned Mediated
Classroom/Social Sciences (MCSS) Building to accommodate the functions currently housed in the
existing building.  A mediated classroom is a high technology classroom designed and wired to take
advantage of electronic media such as audio/video conferencing and computer connectivity.  The
proposed expansion of the building from 173,000 GSF to 276,500 GSF is estimated to increase the
project cost from $35,500,000 to $58,700,000.

The Committee approved the issuance of $32,335,000 in academic revenue bonds for this project at its
December 2000 meeting; however, that approval was prior to discovery of the scope of the structural
deficiencies in the existing Social Sciences Building.  The change in scope for the new building will
require another approval review by the Committee.  Chapter 334 requires Committee approval of each
individual bond project before bonds may be issued.

In December, the Committee approved a bond issuance $3,165,000 less than the $35,500,000 allocated
for the project.  The lower amount represented the elimination of financing computer equipment and fees
with bonds given the life of the equipment would be significantly less than the bond repayment period.
The requested allocation of $58,700,000 includes $5,700,000 for classroom media equipment.  The
Committee will need to address this issue when this project is presented for approval before the issuance
of bonds.

As shown in Table 2, bond funding of $8,000,000 for Academic Renovations and $9,800,000 for Major
Maintenance has been eliminated and reallocated to the expanded MCSS Building.  In addition, bond
funding has been reduced by $500,000 for a Parking Structure and $4,900,000 for Infrastructure
Improvements.  These reductions have also been reallocated to the MCSS Building.  ASU intends to
replace the loss of bond funding for all 4 of these projects with Certificates of Participation (COP)
financing.

The debt service on bond issuances will be paid from academic and auxiliary revenues.  Academic
revenues are generated from tuition.  Auxiliary revenues are generated from the operations of various
“enterprise” activities, such as residence halls and parking services.  Of the $100,000,000 in bonding
authority for ASU, $81,500,000 is classified as academic and $18,500,000 is classified as auxiliary.
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ASU estimates an additional on-going General Fund operating budget requirement of approximately
$2,100,000 per year for the MCSS Building when fully operational in FY 2004.  This estimate is based on
full-year operating costs and includes new building renewal requirements.  This amount is $900,000
higher than the operating costs of the May 2000 plan.  We have requested additional supporting
information for this cost increase.  Requests for operating costs associated with the opening of new
facilities are typically considered in the normal budget process when agency appropriations are
considered by the legislature.  The remainder of projects in the bonding plan do not have a General Fund
operating impact.

However, tuition revenues not set aside by ABOR for debt service may be available to offset General
Fund appropriations for university operating budgets.  Therefore, any increases in debt service
requirements from issuing academic revenue bonds or COPs could have a potential impact on the amount
of tuition revenues available to offset the General Fund appropriations for operating costs.

Under current statutes, JCCR has review and approval authority for university bonding projects and
capital projects funded with state appropriations.  However, there is no legislative oversight required for
university projects financed with COPs.  Given that some COP financed projects could have General
Fund impacts, the JLBC Staff requested, and ABOR and the universities agreed, that any university
projects financed with COPs be submitted to the Committee as information items.

Excerpts from the multi-year bonding plan on background, strategic directions, and debt service schedules
for individual projects are attached.  The entire plan is available for review upon request.
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Beth Kohler, Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION – ADVICE ON PLAN TO
FINANCE PRELIMINARY ACTIVITIES FOR NEW STATE ARCHIVES
BUILDING

Request

The Arizona Department of Administration (ADOA) and the Arizona State Library, Archives,
and Public Records (ASLAPR) request the Committee review the use of ASLAPR operating
funds to fund preliminary activities for the new state archives building.  The operating funds will
be reimbursed from Certificates of Participation (COP) proceeds.  Although Committee review is
not required by statute, ADOA and ASLAPR are seeking guidance that the proposed method of
financing the preconstruction costs is acceptable.

Recommendation

While no Committee action is required, the two Departments are seeking the Committee’s
advice.  The JLBC Staff recommends that the Committee concur with the proposal.  After
consulting with Legislative Council, the JLBC Staff has concluded that the proposed plan is
permissible under current statute.

Analysis

Laws 2001, Chapter 237 appropriated $1,600,000 from the General Fund in FY 2003 to ADOA
for COP costs for the lease-purchase of the design and construction of a new state archives
building.  The legislation also allows up to $110,000 and 2 FTE Positions to manage the project
and authorizes ADOA to issue up to $20,000,000 in COPs to fund the project.

(Continued)
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The bill as originally passed also contained a FY 2002 General Fund appropriation of
$1,600,000.  This appropriation, however, was vetoed by the Governor.

In order to begin construction in early FY 2003, ADOA and ASLAPR propose to begin the
project development in FY 2002.  The agencies have developed a preliminary schedule and
expenditure plan that will use $100,000 from the ASLAPR FY 2002 operating budget to fund
preconstruction administrative and design costs.  ASLAPR will enter into an intergovernmental
agreement with ADOA to hire a project manager, procure design services, develop schematic
drawings, begin an environmental study of the building site, and for general administrative
functions for the development of the lease-purchase agreement.  The ASLAPR operating budget
will be reimbursed from the proceeds of the COP issuance.  A timeline for the project and
preliminary cost estimates are included in the submitted materials.

After consulting with Legislative Council, the JLBC Staff has concluded that statute does not
preclude the use of operating funds for these purposes nor prohibit the reimbursement of
operating funds from COP proceeds.

ADOA plans to seek future JCCR review of schematic drawings and the construction contract.
In addition, A.R.S. § 41-791.02 requires Committee review and approval of a lease-purchase
agreement before the agreement takes effect.  Based on the ADOA timeline, we estimate the
COPs will be issued in November 2001, contingent upon Committee approval.
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DATE: June 21, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Chris Earnest, Senior Fiscal Analyst

SUBJECT: ARIZONA STATE PARKS - REPORT ON KARTCHNER CAVERNS STATE PARK

Request

Pursuant to Laws 1998, Chapter 297 the Arizona State Parks Board is providing the quarterly project
status and financial report on Kartchner Caverns State Park for the quarter ending March 31, 2001.

Recommendation

This report is for information only and no Committee action is required.  Cave construction continues to
be on target for the planned November 2003 opening of the lower caverns.  In response to concerns about
the environmental conditions in the cave, Parks Staff hired a Cave Resources Manager in April who will
monitor cave conditions.

Attendance continues to be strong at the Park.  Since the park opened in November 1999, over 265,000
people have visited.  Reservations are currently filling for Fall 2001.  In total, the park has generated over
$4,200,000 in revenues.  Revenues are deposited to the State Parks Enhancement Fund for park operating
and development costs.

Analysis

The Arizona State Parks Board is required to report at the end of each calendar quarter to the Committee
on the status of the development of Kartchner Caverns State Park.  The report must include details of the
actual and projected costs, quarterly expenditures and source of monies, and a project development
timetable.

Financial Summary
As of the quarter ending March 31, 2000, a total of $31,465,800 has been allocated to the park’s
development from 5 fund sources.  Of this amount, all but $3,172,800 or 10% of the total, has been
expended or encumbered.  The following table summarizes these amounts by fund source and percentage
allocations:
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Kartchner Caverns Construction Development Funding
(As of March 31, 2001)

Fund Source
Approved
Amount Percent

Unobligated
Balance

General Fund $   3,500,000 11.1% $              0
Enhancement Fund 20,144,900 64.0% 2,585,800
Heritage Fund 5,174,500 16.4% 587,000
State Highway Fund 2,445,700 7.8% 0
National Recreational Trails Fund         200,700     0.6%                 0

TOTAL $31,465,800            100% $3,172,800

Environmental Conditions
Environmental conditions have normalized since last year’s drought.  At that time there were outside
concerns about the low humidity level in the cave and the deteriorating effects of the dry conditions.  In
April, Parks Staff hired a Cave Resource Manager that will monitor environmental conditions and ensure
future protection of the cave.

Project Timetable
A project timeline is required as part of the quarterly updates on Kartchner development.  Trail
construction continued through the winter and spring.  Crews have been involved in breaking up rock,
grading trail, putting down concrete, and putting up handrails.  Parks Staff has established November
2003 as a completion date for the lower caverns.  The target date assumes that during the summer months,
no construction will occur due to roosting bats in the cave.  It also assumes that construction will be at a
reduced level in May and September when the bats are arriving and departing.  This year the bats arrived
in April. Staff were able to work until the beginning of May, however, using a phased retreat work plan
developed by the Cave Resource Manager.  This has allowed construction to proceed slightly ahead of
schedule.

Parks Staff indicate that administrative facilities at the park are not adequate for all of the staff and
functions supporting the park.  They intend to propose a new administrative annex that will include an
educational facility, a reservations center, and offices for various staff.  The Committee will have an
opportunity to review this proposal as part of the State Parks Enhancement Fund expenditures review this
fall.  The following timeline delineates target completion dates for projects leading to a November 2003
opening.
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6-01

12-01
Big Room Wiring &
Lighting Complete

3-02
Strawberry Room

Wiring  & Lighting
Complete

4-03
Big Room
Overlook
Complete

4-03
Begin Test

Tours

11-03
Lower Caverns
Open to Public


